
Local Government Type

Audit Date Date Accountant Report Submitted to State:

Michigan Deptartment of Treasury
496 (2-04)

Auditing Procedures Report
Issued under P.A. 2 of 1968, as amended.

City             Township           Village           Other

We have audited the financial statements of this local unit of government and rendered an opinion on financial statements prepared in
accordance with the Statements of the Governmental Accounting Standards Board (GASB) and the Uniform Reporting Format for
Financial Statements for Counties and Local Units of Government in Michigan by the Michigan Department of Treasury.

Certain component units/funds/agencies of the local unit are excluded from the financial  statements.

There are accumulated deficits in one or more of this unit's unreserved fund balances/retained earnings (P.A.
275 of 1980).

There are instances of non-compliance with the Uniform Accounting and Budgeting Act (P.A. 2 of 1968, as
amended).

The local unit has violated the conditions of either an order issued under the Municipal Finance Act or its
requirements, or an order issued under the Emergency Municipal Loan Act.

The local unit holds deposits/investments which do not comply with statutory requirements. (P.A. 20 of 1943,
as amended [MCL 129.91], or P.A. 55 of 1982, as amended [MCL 38.1132]).

The local unit has been delinquent in distributing tax revenues that were collected for another  taxing unit.

The local unit has violated the Constitutional requirement (Article 9, Section 24) to fund current year earned
pension benefits (normal costs) in the current year. If the plan is more than 100% funded and the overfunding
credits are more than the normal cost requirement, no contributions are due (paid during the year).

The local unit uses credit cards and has not adopted an applicable policy as required by P.A. 266 of 1995
(MCL 129.241).

The local unit has not adopted an investment policy as required by P.A. 196 of 1997 (MCL 129.95).

We affirm that:

We have complied with the Bulletin for the Audits of Local Units of Government in Michigan as revised.

We are certified public accountants registered to practice in Michigan.

1.

2.

3.

4.

5.

6.

7.

8.

9.

1.

2.

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

No

No

No

No

No

No

No

No

No

You must check the applicable box for each item below.

We further affirm the following. "Yes" responses have been disclosed in the financial statements, including the notes, or in the report of 
comments and recommendations

Opinion Date

Enclosed
To Be

Forwarded
Not

Required

The letter of comments and recommendations.

Reports on individual federal financial assistance programs (program audits).

Single Audit Reports (ASLGU).

We have enclosed the following:

CountyLocal Government Name

State ZIP
Code

CityStreet Address

Certified Public Accountant (Firm Name)

Accountant Signature Date

✔ Clare County Road Commission Clare

9/30/05 1/20/06 3/25/06

✔

✔

✔

✔

✔

✔

✔

✔

✔

✔

✔

✔

James M. Anderson, P.C.

P.O. Box 255 Roscommon MI 48653

3/25/06

Digitally signed by James M. Anderson, 
CPA
DN: cn=James M. Anderson, CPA, 
c=US, o=James M. Anderson, P.C., 
email=jma@m33access.com
Date: 2006.03.25 10:28:26 -05'00'



CLARE COUNTY ROAD COMMISSION
FINANCIAL REPORT
SEPTEMBER 30, 2005



CLARE COUNTY

BOARD OF COUNTY ROAD COMMISSIONERS

Donald Armentrout   Richard Haynak    Tim Haskin    
 Commissioner    Commissioner Commissioner

Steven R. Stocking       Chad M. Hathcock Kathy Duynslager
 Engineer-Manager   Finance Director Board Secretary



CLARE COUNTY ROAD COMMISSION

TABLE OF CONTENTS

PAGE

Independent Auditor’s Report . . . . . . . . . . . . . . . . . . . . . . . 1-2

Management’s Discussion and Analysis . . . . . . . . . . . . . . . . . . . 3-8

Basic Financial Statements:

Government-Wide Financial Statements:                                           

Statement of Net Assets . . . . . . . . . . . . . . . . . . . . . . . 9

Statement of Activities . . . . . . . . . . . . . . . . . . . . . . 10

Balance Sheet . . . . . . . . . . . . . . . . . . . . . . . . . . . 11

  Reconciliation of the Balance Sheet Fund Balance
   to the Statement of Assets . . . . . . . . . . . . . . . . . . . 12

     Statement of Revenues, Expenditures and Changes 
  in Fund Balance . . . . . . . . . . . . . . . . . . . . . . . . 13

     Reconciliation of the Statement of Revenues, Expenditures
  and Changes in Fund Balance of Governmental Funds to 
    the Statement of Activities . . . . . . . . . . . . . . . . . . 14

Notes to Financial Statements . . . . . . . . . . . . . . . . . . . . .  15-27

Required Supplemental Information:

Statement of Revenues and Other Financing Sources-
  Budgetary Comparison Schedule . . . . . . . . . . . . . . . . . . . . 28

Statement of Expenditures - 
  Budgetary Comparison Schedule . . . . . . . . . . . . . . . . . . . . 29

Supplemental Schedules:

  Analysis of Fund Balances . . . . . . . . . . . . . . . . . . . . . . . 30

Analysis of Revenue and Other Financing Sources . . . . . . . . . . . . 31

Analysis of Expenditures . . . . . . . . . . . . . . . . . . . . . . . . 32

Report on Compliance and on Internal Control over Financial
  Reporting based on an Audit of Financial Statements Performed       
    in Accordance with Government Auditing Standards . . . . . . . . . . 33-34



1

INDEPENDENT AUDITOR’S REPORT

January 20, 2006

Board of County Road Commissioners
Clare County Road Commission
Harrison, MI  48625

I have audited the accompanying financial statements of the Clare County Road
Commission of the County of Clare, Michigan as of and for the year ended September 30,
2005, as listed in the table of contents.  These financial statements are the
responsibility of the Road Commission's management.  My responsibility is to express
an opinion on these financial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United
States.  Those standards require that I plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements.  An audit also includes assessing
the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation.  I believe that my audit
provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of the Clare County Road Commission as of
September 30, 2005, and the results of its operations for the year then ended in
conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, I have also issued a report dated
January 20, 2006, on my consideration of the Clare County Road Commission's internal
control over financial reporting and on my tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of my testing of internal control
over financial reporting and compliance and the results of that testing and not to
provide an opinion on the internal control over financial reporting or on compliance.
This report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in conjunction with this report in
considering the results of my audit.



2

Page 2 
Board of County Road Commissioners
January 20, 2006

The management’s discussion and analysis on pages 3 to 8 are not a required part of
the basic financial statements, but are supplementary information required by
Accounting Principles generally accepted in the United States of America.  I have
applied certain limited procedures, which consisted principally of inquires of
management regarding the methods of measurement and presentation of the supplementary
information.  However, I did not audit the information and express no opinion on it.

My audit was made for the purpose of forming an opinion on the financial statements
taken as a whole.  The supplemental statements listed in the table of contents are
presented for purposes of additional analysis and are not a required part of the basic
financial statements of the Clare County Road Commission.  The information has been
subjected to the auditing procedures applied in the audit of the basic financial
statements and, in my opinion, is fairly stated in all material respects in relation
to the component unit financial statements taken as a whole.

JAMES M. ANDERSON, P.C.
CERTIFIED PUBLIC ACCOUNTANT
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CLARE COUNTY ROAD COMMISSION
MANAGEMENT’S DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2005

Our discussion and analysis of Clare County Road Commission’s financial performance
provides an overview of the Road Commission’s financial activities for the fiscal year
ended September 30, 2005.  This annual report consists of a series of financial
statements.  The Statement of Net Assets and the Statement of Activities provide
information about the activities of the Road Commission and present a longer-term view
of the Road Commission’s finances.  Fund financial statements tell how these services
were financed in the short-term, as well as what remains for future spending.  Fund
financial statements also report the road commission’s operations in more detail than
a government-wide financial statements.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of four parts-management’s discussion and analysis (this
section), the basic financial statements, required supplementary information, and an
additional section that presents the operating fund broken down between primary, local
and county funds.  The basic financial statements include two types of statements that
present different views of the road Commission:

The first statements are government-wide financial statements that provide both
long-term and short-term information about the Road Commission’s overall financial
status.  These statements report information about the Road Commission as a whole
using accounting methods similar to those used by private-sector companies.  The
Statement of Net Assets includes all of the government’s assets and liabilities.
All of the current year’s revenues and expenses are accounted for in the Statement
of Activities regardless of when cash is received or paid.  The two government-wide
statements report the Road Commission’s net assets and how they have changed.  “Net
assets” is the difference between the assets and liabilities-this is one way to
measure the Road Commission’s financial health or position.

The remaining statements are fund financial statements that focus on individual
funds; reporting the operations in more detail than the government-wide statements.

REPORTING THE ROAD COMMISSION AS A WHOLE

Government-Wide Statements

The Statement of Net Assets and the Statement of Activities report information about
the Road Commission, as a whole, and about its activities in a way that helps answer
the question of whether the Road Commission, as a whole, is better off or worse off
as a result of the year’s activities.  The Statement of Net Assets includes all of the
Road Commission’s assets and liabilities using the accrual basis of accounting, which
is similar to the accounting method used by most private-sector companies.  All of the
current year’s revenues and expenses are accounted for in the Statement of Activities
regardless of when cash is received or paid.
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CLARE COUNTY ROAD COMMISSION
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

SEPTEMBER 30, 2005

The two statements, mentioned above, report the road commission’s net assets and how
they have changed.  The reader can think of the road commission’s net assets (the
difference between assets and liabilities) as one way to measure the road commission’s
financial health or financial position.  Over time, increases or decreases in the road
commission’s net assets are one indicator of whether its financial health is improving
or deteriorating, respectively.  To assess the overall health of the road commission
you need to consider additional nonfinancial factors such as changes in the county’s
property tax base, the condition of the road commission’s roads, and changes in the
law related to the gas taxes and its distribution.

Fund Financial Statements

The road commission currently has only one fund, the general operations fund.  All of
the road commission’s activities are accounted for in this fund.  The general
operations fund is a governmental fund type.  Our analysis of the road commission’s
major fund begins on this page.  The fund financial statements begin on page 11 and
provide detailed information about the major fund.

Governmental funds focus on how money flows into and out of this fund and the balances
left at year end that are available for spending.  This fund is reported using an
accounting method called modified accrual accounting, which measures cash and all
other financial assets that can readily be converted to cash.  The governmental fund
statements provide a detailed short-term view of the road commission’s general
governmental operations and the basic service its provides.  Governmental fund
information helps the reader to determine whether there are more or fewer financial
resources that can be spent in the near future to finance the road commission’s
services.  We describe the relationship (or differences) between governmental
activities (reported in the Statement of Net Assets and Statement of Activities) and
the governmental fund in a reconciliation following the fund financial statements.

FINANCIAL ANALYSIS OF THE ROAD COMMISSION AS A WHOLE

The road commission’s net assets increased 6.27% from $25,440,070 to $27,036,016 as
of September 30, 2005.  The net assets are summarized below.

Net Assets

Restricted net assets are those net assets that have constraints placed on them by
either: a)by creditors, grantors, contributors, or laws or regulations of other
governments; b) by law through constitutional provisions or enabling legislation.
Enabling legislation authorizes the government to assess, levy, charge or otherwise
mandate payment of resources and includes a legally enforceable requirement that those
resources be used for only the specific purpose stipulated in the legislation.  As
such, all assets (except for assets invested in capital assets, net of related debt)
are considered restricted.
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CLARE COUNTY ROAD COMMISSION
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

SEPTEMBER 30, 2005

The investment in capital assets, net of related debt, was $23,695,394 at September
30, 2004 and $25,638,313 as of September 30, 2005.  The increase in net assets is
primarily the result of capitalizing infrastructure of $1,747,895 and equipment
purchases.  The restricted net assets decreased by $346,973 during the current year.

Net assets as of year ended September 30, 2005 and September 30, 2004.

  Increase/
  9/30/05    9/30/04    Decrease 

Current and Other Assets $ 2,106,741 $ 2,126,984 $   (20,243)
Capital Assets (Net)  26,776,946  25,236,266   1,540,680

Total Assets  28,883,687  27,363,250   1,520,437

Long-Term Debt Outstanding     910,362   1,302,820    (392,458)
Other Liabilities     937,309     620,360     316,949

Total Liabilities   1,847,671   1,923,180     (75,509)

Net Assets
  Invested in Capital Assets Net
    of Related Debt  25,638,313  23,695,394   1,942,919
  Restricted   1,397,703   1,744,676    (346,973)

Total Net Assets $27,036,016 $25,440,070 $ 1,595,946

Changes in Net Assets

A summary of changes in net assets follows:

  Increase/
  9/30/05    9/30/04    Decrease 

Revenues
Federal Grants $   626,891 $   790,508 $  (163,617)
State Grants   3,874,106   4,090,537    (216,431)
Contributions from Local Units   1,474,499   1,037,517     436,982
Charges for Services   1,017,265     746,077     271,188
Interest and Rents      23,900       8,461      15,439
Gain on Equipment Disposal       -0-      169,888    (169,888)

Total Program Revenue   7,016,661   6,842,988     173,673

Expenditures
Public Works   5,348,504   4,816,034     532,470
Interest Expense      72,211      89,427     (17,216)

Total Expenditures   5,420,715   4,905,461     515,254

Increase (Decrease) in Net Assets $ 1,595,946 $ 1,937,527 $   341,581
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CLARE COUNTY ROAD COMMISSION
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

SEPTEMBER 30, 2005

The Road commission’s Fund

The road commission’s general operations fund is used to control the expenditures of
Michigan Transportation Fund monies distributed to the county which are earmarked by
law for road and highway purposes.

A summary of changes in the Operating Fund is as follows:
  Increase/

  9/30/05    9/30/04    Decrease 
Revenues

Federal Grants $   626,891 $   790,508 $  (163,617)
State Grants   3,874,106   4,090,537    (216,431)
Contributions from Local Units   1,474,499   1,037,517     436,982
Charges for Services   1,009,546     725,111     284,435
Interest and Rents      23,900       8,461      15,439
Other Revenue       7,719      20,966     (13,247)
Gain on Equipment Disposal       -0-      169,888    (169,888)

Total Program Revenue   7,016,661   6,842,988     173,673

Expenditures
Public Works   6,864,397   5,971,251     893,146
Net Capital Outlay      14,149     275,876    (261,727)
Debt Service     474,450     490,865     (16,415)

Total Expenditures   7,352,996   6,737,992     615,004

Excess of Revenues Over (Under)
Expenditures    (336,335)     104,996     441,331

Fund Balance - October 1   1,908,863   1,803,867     104,996

Fund Balance - September 30 $ 1,572,528 $ 1,908,863 $  (336,335)

BUDGETARY HIGHLIGHTS

Prior to the beginning of any year, the road commission’s budget is compiled based
upon certain assumptions and facts available at that time.   During the year, the road
commission board acts to amend its budget to reflect changes in these original
assumptions, facts and/or economic conditions that were unknown at the time the
original budget was compiled.  In addition, by policy, the board reviews and
authorizes large expenditures when requested throughout the year.

The final amended revenue budget for 2005 was $35,000 lower than the original budget
primarily due to a decrease in Federal projected revenue.

The final amended expenditure budget for 2005 was $35,000 lower than the original
budget primarily due to a decrease in heavy maintenance and an increase in state trunk
line maintenance.  The actual expenditures incurred during 2005 were more than the
final amended budget by $153,996.  There were six unfavorable variance in expenditure
line items.
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CLARE COUNTY ROAD COMMISSION
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

SEPTEMBER 30, 2005

Capital Assets

As of the respective year ends, the road commission had invested the following in net
capital assets:

  Increase/
  9/30/05    9/30/04    Decrease 

Capital assets not being depreciated:
Land and improvements $   175,220 $   175,220 $     -0-  

Subtotal     175,220     175,220       -0-  

Capital assets being depreciated:
Buildings     991,262     986,476       4,786 
Equipment - Road   5,677,483   5,230,981     446,502
Equipment - Shop     122,097     120,967       1,130
Equipment - Office      97,796     120,277     (22,481)
Equipment - Engineering      34,850      24,627      10,223
Equipment - Yard & Storage     102,663      78,572      24,091 
Infrastructure - Bridges   5,729,084   5,604,835     124,249
Infrastructure - Roads  33,301,008  30,150,831   3,150,177 

Subtotal  46,056,243  42,317,566   3,738,677

Total Capital Assets  46,231,463  42,492,786   3,738,677

Total Accumulated Depreciation  19,454,517  17,256,520   2,197,997

Total Net Capital Assets $26,776,946 $25,236,266 $ 1,540,680

Debt related to capital assets - 
bonds and installment note $ 1,138,633

The Road Commission capitalized infrastructure and related assets during the current
year in the amount of $3,274,426.  The infrastructure recorded, during 2005 will be
depreciated in the following years.  The infrastructure is financed through Federal,
State and local contributions.

Debt

At the year end, the road commission had $1,040,000 in bonds, and $98,633 in
installment notes payable totaling $1,138,633.  This represents a decrease of $402,239
from 2004.  The bonds are payable over a five year period with a final payment due
August 1, 2010.  The installment note is scheduled to be paid in full in 2011.  Other
long-term debt is accrued vacation and sick pay leave.
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CLARE COUNTY ROAD COMMISSION
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

SEPTEMBER 30, 2005

Economic Factors and Next Year’s Budget

The Road Commission as a Whole - Revenues were up 2.5% in 2005 compared to the prior
year due to increases in state maintenance revenue, increased township contributions
and the lifetime trailer license fees program.  Expenditures were also up 9% due to
unplanned construction projects and high oil prices.  For 2006, a 6% decrease in the
Motor Transportation Fund Revenue is forecast due to increased fuel cost and declining
trailer license plate revenues.  Township contributions on construction projects are
expected to decrease due to a smaller construction program.

Federal and State Funded Road Projects - The Road Commission completed the Mannsiding
road paving project in 2005 using Federal STP, Federal D, and State TEDF-D funds
earmarked for roads functionally classified as rural major collectors.   Safety Funds
were used to improve the Clare Avenue/Adams Road intersection.   The Bailey Lake Road
bridge was replaced using Critical Bridge Funds.

Township Contributions - During 2005 the road commission received township
contributions totaling over $1,300,000.  The Road Commission used the contributions
as matching funds for various road projects throughout the county.  Major projects
were Bringold Avenue in Greenwood Township; and Grant/Dover in Grant Township.
Another major project was the building of the Townline Pathway in Hayes Township.
This project was able to be completed due to the help of the Township and the City of
Harrison.

Capital Assets - The Road Commission invested $488,000 in equipment capital assets
during 2005, which included two new tandem trucks, a pole barn and nuclear density
gauge.

Next Year’s Forecast - During 2006 the Road Commission plans to: maintain 133 miles
of state trunkline road, complete a construction schedule with $1.5 million dollars
in budgeted expenses, purchase two new graders, one new loader and other equipment to
keep its fleet up to date, and maintain the 1,010 miles of primary and local roads.

Closing  

This financial report is intended to provide our citizens, taxpayers and the general
public with a general overview of the road commission’s finances and how they are
being spent.
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CLARE COUNTY ROAD COMMISSION
STATEMENT OF NET ASSETS

SEPTEMBER 30, 2005

ASSETS

Cash $    262,745
Investments                        353,243

Accounts receivable 
Michigan Transportation Fund      616,323
State - Trunkline maintenance      155,467
State – Other           116,681  
Due on County Road Agreements      220,511
Sundry Accounts       33,973

Inventories     
Road Materials      162,477

   Equipment Parts and Materials                 185,321
                    
Capital Assets (Net of Accumulated Depreciation)   26,776,946

Total Assets   28,883,687

LIABILITIES

Current Liabilities:
 Accounts payable      320,947

Accrued liabilities       23,660
Advances from MDOT                     189,606

   Bonds Payable      390,000                
Installment Purchase Agreements Payable       13,096

Non Current Liabilities:
Bonds Payable      650,000
Installment Purchase Agreements Payable       85,537
Vested Employee Benefits Payable      174,825

    Total Liabilities    1,847,671

NET ASSETS
Investment in Capital Fixes Assets
   Net of Related Debt   25,638,313
Restricted for County Roads                1,397,703

Total Net Assets $ 27,036,016

The accompanying notes are an integral part of these financial statements.
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CLARE COUNTY ROAD COMMISSION
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2005

Program Expenses
Primary Road Maintenance $     706,020
Local Road Maintenance     1,633,530
State Trunkline Maintenance     1,003,260
Net Equipment Expense       (60,951)
Net Administrative Expense       308,112
Infrastructure Depreciation     1,747,895
Compensated Absences        10,638 
Interest Expense        72,211

Total Program Expenses     5,420,715

Program Revenue
Federal Grants       626,891
State Grants     3,874,106
Contributions from Local Units     1,474,499
Charges for Services     1,017,265
Investment Earnings        23,900

Total Program Revenue     7,016,661

Net Program Revenue     1,595,946

General Revenue
Gain on Equipment Disposal         -0-  

Total General Revenues         -0-  

Change in Net Assets     1,595,946

Net Assets
Beginning of Year    25,440,070

End of Year $  27,036,016

The accompany notes are an integral part of these financial statements.
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CLARE COUNTY ROAD COMMISSION
BALANCE SHEET

SEPTEMBER 30, 2005

 Governmental 
  Fund Type  

   General
  Operating  

ASSETS

Imprest cash $         250
Cash demand and time deposits       262,495
Investments       353,243
Accounts receivable:

Due from state       888,471
Due from townships       220,511
Sundry        33,973

Inventories       347,798

Total Assets $   2,106,741

LIABILITIES AND FUND EQUITY

Accounts payable $     320,947
Accrued liabilities        23,660
Advances from governmental units       189,606

Total Liabilities       534,213

Fund Equity:
Fund Balance:
   Undesignated     1,572,528

Total Fund Equity     1,572,528

Total Liabilities and
   Fund Equity $   2,106,741

The accompanying notes are an integral part of these financial statements.
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CLARE COUNTY ROAD COMMISSION
RECONCILIATION OF THE BALANCE SHEET FUND BALANCE TO

THE STATEMENT OF NET ASSETS
FOR THE YEAR ENDED SEPTEMBER 30, 2005

Total governmental fund balance $    1,572,528

Amounts reported for governmental activities in 
the statement of new assets are different because:

Capital assets used in governmental activities are
not financial  resources  and  therefore  are  not
reported in the funds.     26,776,946

Other long-term assets are not available to pay for
current period expenditures and therefore are not
reported in the funds.     (1,313,458)

Net assets of governmental activities $   27,036,016

The accompanying notes are an integral part of these financial statements.
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CLARE COUNTY ROAD COMMISSION
STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCE
SEPTEMBER 30, 2005

 Operating
    Fund    

Revenues 
Federal Grants $    626,891
State Grants    3,874,106
Contributions From Local Units    1,474,499
Charges for Services    1,009,546
Interest and Rents       23,900
Other Revenue        7,719

Total Revenues    7,016,661

Expenditures
Public Works    6,864,397
Net Capital Outlay       14,149 
Debt Service      474,450

Total Expenditures    7,352,996

Excess of Revenues Over
(Under) Expenditures     (336,335)

Fund Balance-October 1, 2004    1,908,863

Fund Balance-September 30, 2005 $  1,572,528

The accompanying notes are an integral part of these financial statements.
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CLARE COUNTY ROAD COMMISSION
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND 

CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED SEPTEMBER 30, 2005

Net Change in fund balance-total governmental funds $   (336,335)

Amounts reported for governmental activities
in the statement are different because:

Governmental funds report capital outlays as
expenditures. However, in the statement of
activities, the cost of those assets is allocated
over their estimated useful lives as depreciation
expense.  This is the amount by which capital
outlays exceeded deprecation in the current period.
Equipment retirement is recorded as an expenditure
credit in governmental funds, but not recorded as
an expense in the statement of activities.    1,540,680

Lease proceeds provide current financial resources
to governmental funds, but entering into lease
agreements increases long-term liabilities in the
statement of net assets.  Repayment of notes/leases
payable is an expenditure in governmental funds,
but reduces the long-term liabilities in the state-
ment of net assets.      402,239

Some expenses reported in the statement of
activities do not require the use of current
financial resources and therefore are not reported
as expenditures in governmental funds.  (Increase
in compensated  absences and  decrease in interest
expense).      (10,638)

Change in net assets of governmental activities. $  1,595,946

The accompanying notes are an integral part of these financial statements.
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CLARE COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Clare County Road Commission conform to accounting
principles generally accepted in the United States of America as applicable to
governmental units.  The following is a summary of the significant policies.

REPORTING ENTITY AND FUND TYPE - The County Road Commission's financial activity is
considered a Governmental Special Revenue Fund Type and a reporting agency of Clare County
in accordance with the established criteria in Statement No. 14, "The Financial Reporting
Entity", issued by the Governmental Accounting Standards Board.

BASIS OF PRESENTATION--GOVERNMENT-WIDE FINANCIAL STATEMENTS
The government-wide financial statements (ie., the Statement of Net Assets and the
Statement of Changes in Net Assets) report information on all the Clare County Road
Commission.  There is only one fund reported in the government-wide financial statements.

The Statement of Net assets presents the Road Commission’s assets and liabilities with
the difference being reported as either invested in capital assets, net of related debt
or restricted net assets.

The Statement of Activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues.  Direct expense are those that
are clearly identifiable with a specific function or segment.  Program revenues include:
(1) changes to customers or applicants who purchase, use or directly benefit from goods,
services or privileges provided by a given function or segment; and (2) grants and
contributions that are restricted to meeting the operational or capital requirements of
a particular function or segment.  Taxes and other items not properly included among
program revenues are reported instead as general revenue.

BASIS OF PRESENTATION--FUND FINANCIAL STATEMENTS
Separate financial statements are provided for the operating fund (governmental fund).
The operating fund is an independent fiscal and accounting entity with a self-balancing
set of accounts.  Fund accounting segregates funds according to their intended purpose
and is used to aid management in demonstrating compliance with finance-related legal and
contractual provisions.

MEASUREMENT FOCUS/BASIS OF ACCOUNTING--GOVERNMENT-WIDE FINANCIAL STATEMENTS
The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting.  Revenue is recorded when earned
and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows.  Property taxes are recognized as revenue in the year of which they
are levied.  Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

Amounts reported as program revenue include: (1) charges to customer or applicants for
goods or services or privileges provided; (2) Michigan transportation funds, State/Federal
contracts and township contributions.  Internally dedicated resources are reported as
general revenue rather than as program revenue.  Likewise, general revenue includes all
taxes.
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CLARE COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2005

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

MEASUREMENT FOCUS/BASIS OF ACCOUNTING–FUND FINANCIAL STATEMENTS
Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting.  Revenue is recognized
as soon as it is both measurable and available.  Revenue is considered to be available
if it is collected within the current period or soon enough thereafter to pay liabilities
of the current period.  For this purpose, the government considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual
accounting.  However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due.

Michigan transportation funds, grants, permits, township contributions and interest
associated with the current fiscal period are all considered to be susceptible to accrual
and have been recognized as revenue of the current fiscal period.  All other revenue items
are considered to be available only when cash is received by the government.

CASH, CASH EQUIVALENTS AND INVESTMENTS
Cash and cash equivalents are considered to be cash on hand, demand deposits and short-
term investments with a maturity of three months or less when acquired.  Investments are
stated at fair value.

INVENTORY
Inventories consisting of equipment parts and supplies of $185,321 and road materials of
$162,477, are stated at cost based on the first in - first out (FIFO) method.  Inventory
items are charged to equipment repairs and operations, and to road construction and
maintenance as used. 

PRE-PAID EXPENSES
Certain payments to vendors reflect cost applicable to future fiscal years and are
recorded as prepaid expense in both the government-wide and fund financial statements.

CAPITAL ASSETS
Capital assets, which include property, plant, equipment, infrastructure assets (e.g.,
roads, bridges and similar items), are reported in the operating fund in the government-
wide financial statements.  Capital assets are defined by Clare County Road Commission
as assets with an initial individual cost of more than $1,000 and an estimated useful life
in excess of two years.  Such assets are recorded at historical cost or estimated
historical cost purchase or constructed.  Donated capital assets are recorded at estimated
fair market value at the date of donation.

GASB 34 requires major networks and major subsystems of infrastructure assets acquired,
donated, constructed, or substantially rehabilitated since fiscal years ending after June
30, 1980 be inventoried and capitalized by the forth anniversary of the mandated date of
adoption of the other provisions of GASB 34.  The Clare County Road Commission has
capitalized the current year’s infrastructure, as required by GASB 34, and has reported
the infrastructure in the statement of net assets. 
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CLARE COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2005

NOTES A–SUMMARY OF SIGNIFICANT ACCOUNTING POLICES (CONTINUED)

DEPRECIATION
Depreciation is computed on the sum-of-the-years’-digits method for road equipment and
straight-line method for all other capital assets.  The depreciation rates are designed
to amortize the cost of the assets over their estimated useful lives as follows:

Building 30 to 50 years
Road Equipment 5 to 8 years
Shop Equipment 10 years
Engineering Equipment 4 to 10 years
Office Equipment 4 to 10 years
Infrastructure–Roads 8 to 30 years
Infrastructure–Bridges 12-50 years

LONG-TERM OBLIGATIONS
In the government-wide financial statements, long-term debt and other long term
obligations are reported as liabilities in operating fund statement of net assets.

USE OF ESTIMATES
The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenditures
during the reporting period.  Actual results could differ from those estimates.

BUDGETS AND BUDGETARY ACCOUNTING
The County Road Commission follows the requirements of the Uniform Budgeting and
Accounting Act, Michigan Public Act 621 of 1978, in the preparation and execution of its
general appropriations act.  Any violations are disclosed in audits of the County Road
Commission financial statements as required by law. 
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CLARE COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2005

NOTE B - CASH AND INVESTMENTS

Michigan compiled Laws 129.91, authorizes the Road Commission to deposit and invest in the
accounts of Federally insured banks, credit unions, savings and loan associations; bonds,
securities and other direct obligations of the United States, or any agency or
instrumentality of the United States; United States government or Federal agency
obligation repurchase agreements, bankers’ acceptance of United States banks; commercial
paper rated within the two highest classifications, which mature not more than 270 days
after the date of purchase, obligations of the State of Michigan or its political
subdivisions which are rated as investment grade; and mutual funds composed of investment
vehicles which are legal for direct investment by local units of government in Michigan.
Financial institutions eligible for deposit of public funds must maintain an office in
Michigan.

The investment policy adopted by the board in accordance with Public Act 20 of 1943, as
amended, has authorized investment in the instruments described in the preceding
paragraph.  The Road Commission’s deposits and investment policy are in accordance with
statutory authority.

At year end, the Road Commission’s deposits and investments were reported in the basic
financial statements in the following categories:

Imprest Cash $     250
Cash demand and time deposits   262,495
Investments   353,243

Total $ 615,988

Deposits

At year-end the carrying amount of the County Road Commissions deposits were $262,495 and
the bank balance was $500,447.  According to the Federal Deposit Insurance Corporation,
approximately 40% of the total bank balance was covered by federal depository insurance.

Investments Authorized by the Road Commission’s Investment Policy

The Road Commission’s investment policy only authorizes investment in all those that are
authorized by law.  The Road Commission has limited their investments to municipal money
markets.
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CLARE COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2005

NOTE B - CASH AND INVESTMENTS (CONTINUED)

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect
the fair value of an investment.  Generally, the longer the maturity of an investment, the
greater the sensitivity of its fair value to changes in market interest rates.  One of the
ways that the Road Commission manages its exposure to interest rate risk is by
participating in mutual funds which hold diverse investments that are authorized by law
for direct investment.

As of September 30, 2005, the Road Commission had the following investments:

  Reported
Amount (Fair
   Value)   

Investments
Municipal Investment Fund $    353,243

Concentration of Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its
obligation to the holder of the investment.  This is measured by the assignment of a
rating by a nationally recognized statistical rating organization.  The mutual fund does
not have a rating provided by a nationally recognized statistical rating organization.

The investment policy of the Road Commission contains no limitations on the amounts that
can be invested in any one issuer beyond that stipulated by Michigan law.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a
depository financial institution, a government will not be able to recover its deposits
or will not be able to recover collateral securities that are in the possession of an
outside party.  Michigan law and the Road Commission’s investment policy do not contain
legal or policy requirements that would limit the exposure to custodial credit risk for
deposits.

The custodial credit risk for investments is the risk that, in the event of the failure
of the counterparty (e.g., broker-dealer) to a transaction, a government will not be able
to recover the value of its investment or collateral securities that are in the possession
of another party.  Michigan law and the Road Commission’s investment policy do not contain
legal or policy requirements that would limit the exposure to custodial credit risk for
investments.  With respect to investments, custodial credit risk generally applies only
to direct investments in marketable securities.  Custodial credit risk does not apply to
a local government’s indirect investment in securities through the use of mutual funds or
government investment pools.
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CLARE COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2005

NOTE C - CAPITAL ASSETS

The following is a summary of changes in the Capital Assets Account Group.

  Balance   Balance
  10/01/04  Additions  Deletions   09/30/05 

Capital Assets Not Being
Depreciated:

Land and Improvements $   175,220 $     -0-  $     -0-  $   175,220
Subtotal     175,220       -0-           -0-         175,220

Capital Assets Being 
Depreciated:

Buildings     986,476       4,786       -0-      991,262
Road Equipment   5,230,981     446,502       -0-    5,677,483
Shop Equipment     120,967       1,130       -0-      122,097
Office Equipment     120,277       1,814      24,295      97,796
Engineers Equipment      24,627      10,223       -0-       34,850
Yard & Storage Equipment      78,572      24,091       -0-      102,663
Infrastructure-Bridges   5,604,835     124,249       -0-    5,729,084
Infrastructure-Roads  30,150,831   3,150,177       -0-    33,301,008

   Total  42,317,566   3,762,972      24,295  46,056,243

Less Accumulated Depreciation:
Buildings     627,885      26,177       -0-      654,062
Road Equipment   4,084,585     429,857       -0-    4,514,442
Shop Equipment      89,894       5,366       -0-       95,260
Office Equipment      85,899       7,993      24,295      69,597
Engineers Equipment      22,276         611       -0-       22,887
Yard & Storage Equipment      51,288       4,393       -0-       55,681
Infrastructure-Bridges   1,464,675     156,074       -0-   1,620,749
Infrastructure-Roads  10,830,018   1,591,821       -0-    12,421,839

   Total  17,256,520   2,222,292      24,295  19,454,517

Net Capital Assets Being
Depreciated  25,061,046   1,540,680       -0-   26,601,726 

Total Net Capital Assets $25,236,266 $ 1,540,680 $     -0-  $26,776,946
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CLARE COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2005

NOTE D - PENSION PLAN

Plan Description - The Clare County Road Commission participates in a defined benefit
retirement plan administered by the Municipal Employee's Retirement System (MERS).  The
plan covers substantially all full-time employees.

The Municipal Employees Retirement System of Michigan (MERS) is a multiple-employer
statewide public employee retirement plan created by the State of Michigan to provide
retirement, survivor and disability benefits, on a voluntary basis to the State's local
government employees in the most efficient and effective manner possible.  As such, MERS
is a non-profit entity qualified under section 401(a) of the Internal Revenue Code, which
has the responsibility of administering the law in accordance with the expressed intent
of the Legislature and bears a fiduciary obligation to the State of Michigan, the
taxpayers and the public employees who are its beneficiaries.

The passage of HB-5525/Act No. 220, with enactment on May 28, 1996, allowed the members
of MERS to vote on and determine if MERS should become an independent public corporation.
The vote resulted in approval to become independent of State control and MERS began to
operate as an independent public corporation effective August 15, 1996.  MERS issues a
financial report, available to the public, that includes financial statements and required
supplementary information for the system.  A copy of the report may be obtained by writing
to MERS at 1134 Municipal Way, Lansing, Michigan  49817.

All full time Road Commission employees are eligible to participate in the system.
Benefits vest after ten year of service.  Employees who retire at or after age 55 with 30
years credited service are entitled to an annual retirement benefit, payable monthly for
life, in an amount equal to 2.25 percent of the member's five-year final average
compensation.  The system also provides death and disability benefits which are
established by State Statute.

Participating County Road employees are required to contribute 5.0 percent of their annual
salary to the system.  The County Road is required to contribute the remaining amounts
necessary to fund the Michigan Municipal Employee Retirement System using the actuarial
basis specified by statute.

Actuarial Accrued Liability - The actuarial accrued liability was determined as part of
an actuarial valuation of the plan as of December 31, 2004.  Significant actuarial
assumptions used in determining the investment of present and future assets of 8.0%, (b)
projected salary increases of 4.5% per year compounded annually, attributable to
inflation, and (c) additional projected salary increases of 0.0% to 4.2% per year,
depending on age, attributable to seniority/merit and (d) the assumption that benefits
will increase 2.5% annually after retirement.

All entries are based on the actuarial methods and assumption that were used in the
December 31, 2004 actuarial valuation to determine the annual employer contribution
amounts.  The entry age normal actuarial method was used to determine the entries at
disclosure.
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CLARE COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2005

NOTE D - PENSION PLAN (CONTINUED)

GASB 25 INFORMATION (as of 12/31/04)

Actuarial Accrued Liability:

Retirees and beneficiaries currently receiving benefits $ 5,293,004

Terminated employees not yet receiving benefits                     -0-  

Current Employees:
Accumulated employee contributions including 

     allocated investment income     728,309

Employer financed   2,137,789

Total actuarial accrued liability   8,159,102

Net assets available for benefits, at actuarial value
(Market value is $7,467,888)   7,650,590

Unfunded (over funded) actuarial accrued liability $   508,512  

GASB 27 INFORMATION (as of 12/31/04)

Fiscal year beginning             January 1, 2006

Annual required contribution (RC)    $  110,880

Amortization factor used - Underfunded Liabilities (30 years)    0.053632

Amortization factor used - Overfunded Liabilities (10 years)    0.119963
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CLARE COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2005

NOTE D - PENSION PLAN (CONTINUED)

Contributions Required and Contributions Made - MERS funding policy provides for periodic
employer contributions at actuarially determined rates that, expressed as percentages of
annual covered payroll, are designed to accumulate sufficient assets to pay benefits when
due.  The normal cost and amortization payment for the fiscal year ended December 31, 2004
were determined using the entry age normal actuarial funding method.  Unfunded actuarial
accrued liabilities, if any, were amortized as a level percent of payroll over a period
of 30 years.  The following table provides a schedule of contribution amounts and
percentages for recent years.

Annual Pension Cost
      Year   Annual Percentage     Net  
      Ended   Pension   Of APC   Pension
   December 31,    Cost (APC) Contributed Obligation

     2002 $   45,864     100% $   -0-
     2003     52,644     100%     -0-
     2004    110,880     100%     -0-

Aggregate Accrued Liabilities - Comparative Schedule

Actuarial             Actuarial                
Valuation     Actuarial       Accrued    Unfunded                        UAAL as a %
   Date        Value of  Liability     AAL      Funded Covered   Of Covered
December 31    Assets        (AAL)       (UAAL)     Ratio      Payroll   Payroll 
  
  2002 $7,340,240 $6,961,821 $(1,378,419)   105% $1,283,058      -0-  
  2003  7,519,456  7,536,470     17,014     100%  1,234,382       1%  
  2004  7,650,590  8,159,102    508,512      94%  1,279,896      40%

For actuarial valuation purposes, the actuarial value of assets is determined on the basis
of a calculation method that assumes the fund earns the expected rate of return (8%), and
includes an adjustment to reflect market value.

Actuarial assumptions for MERS valuations were revised for the 1993, 1997, 2000 and 2004
valuations.  The funding method was changed to entry age normal for the 1993 valuation.
Adoption of Benefit P-S 50%, B-4 80% maximum reflected in 2002 valuation.
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CLARE COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2005

NOTE E - STATE EQUIPMENT PURCHASE ADVANCE

State equipment purchase advance is determined by a formula applied to the book value of
equipment of the previous fiscal year.  This amount is adjusted each fiscal year in
accordance with the formula and would be refunded to the State Department of
Transportation upon termination of the State Highway Maintenance Contract.

NOTE F - LONG TERM DEBT

The following is a summary of pertinent information concerning the County Road
Commission's long-term debt.

CHANGES IN LONG TERM DEBT

  Balance    Balance
  10/1/04   Additions  Reductions    09/30/05 

General obligation bonds payable $ 1,430,000 $     -0-   $   390,000 $ 1,040,000
Installment note payable            110,872       -0-        12,239      98,633
Compensated Absences     164,187 (1)  10,638       -0-      174,825
        $ 1,705,059 $    10,638 $   402,239 $ 1,313,458

(1)  The change in compensated absences is shown as a net addition.  

The general obligation bonds payable is made up of bonds issued on July 24, 1996, June 1,
1998, September 16, 1999, October 4, 2000,and April 1, 2002 under Act 143 for the purpose
of defraying the costs of several road projects.  The bonds were issued in denominations
of $5,000 with rates varying form 4.1 to 7.625%.  The bonds mature in $50,000 increments
annually over a 10 year period.

The installment notes payable was entered into on July 10, 2002, for the purchase of land.
Principal payments if $20,000 a year are being made with an interest rate of 7% until it
is paid off.

       Annual Debt Service Requirements:

Year   Amount  
2006 $  452,765
2007    390,440
2008    215,235
2009    116,535
2010     62,000
2011     24,955

Total Payments  1,261,930
Less Interest & Fees   (123,297)
Net Balance Due $1,138,633
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2005

NOTE G - VESTED EMPLOYEE BENEFITS

County Road employees, after six months of service, are credited with 8 hours vacation
leave per month, and an additional two to seven days based on years of service
exceeding four years. Unused vacation leave is carried forward to the next year but
leave time in excess of 240 hours is forfeited.  Vacation leave for 2005 amounted to
$53,256.

County Road post-1987 employees earn four hours sick leave per month, and pre-1987
employees earn 8 hours a month.  All employees are paid annually for accumulated leave
in excess of 360 hours.  Upon termination, the accumulated sick leave is paid in full.
Sick leave for 2005 amounted to $121,569.

NOTE H - EXCESS EXPENDITURES OVER APPROPRIATIONS

Public Act 621 of 1978, section 18 (1), as amended, provides that a County Road
Commission shall not incur expenditures in excess of amounts appropriated.  As
presented in the financial statements for the twelve months ended September 30, 2005
the County Road Commission incurred expenditures in certain areas which were in excess
of the amounts appropriated as follows:

                                    Total           Amount of         Budget
    Function Appropriations Expenditures       Variance  

Primary Road:
Heavy Maintenance $    1,500,000 $  1,905,181 $   (405,181)

State Trunkline
Maintenance $      850,000 $    885,686 $    (35,686)

Non-maintenance $        -0-  $    117,574 $   (117,574)

Equipment Expense - Net $      (75,000) $    (60,951) $    (14,049)

Administrative Expense - Net $      274,000 $    308,112 $    (34,112)

Long Term Debt $      400,000 $    402,239 $     (2,239)

The Road Commission does not use encumbrances for budgetary purposes.  During the
twelve months ended September 30, 2005, the Road Commissioners made one amendment to
the General Operating Fund Budget.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2005

NOTE I - RISK MANAGEMENT

Clare County Road Commission is a member of the Michigan County Road Commission Self-
Insurance Pool established pursuant to the laws of the State of Michigan which
authorize contracts between municipal corporations (inter-local agreements) to form
group self-insurance pools, and to prescribe conditions to the performance of these
contracts.

The Pool was established for the purpose of making a self-insurance pooling program
available which includes, but is not limited to, general liability coverages, auto
liability coverages, property insurance coverages, stop loss insurance protection,
claims administration, and risk management and loss control services pursuant to
Michigan Public Act 138 of 1982.

The Clare Road Commission pays an annual premium to the Pool for property (buildings
and contents) coverage, automobile and equipment liability, errors or omissions
liability and bodily injury, property damage and personal injury liability.  The
agreement for the information of the Pool provides that the Pool will be self-
sustaining through member premiums and will purchase both specific and aggregate stop-
loss insurance to the limits determined necessary by the Pool Board.

The Road Commission is also self-insured for worker's compensation as a member of the
County Road Association Self Insurance Fund.

During the twelve months ended September 30, 2005, and the previous two years, there
were no settlements which exceeded the respective insurance coverage.  In addition,
there has been no reduction in insurance coverage from the prior year.

NOTE J - POST EMPLOYMENT HEALTH CARE BENEFITS

In addition to the pension benefits described in Note D, the Road Commission provides
post retirement health care benefits to all employees who retire from the Road
Commission on or after attaining age 60 with 10 or more years of service; or, those
who retire under a valid disability claim who have reached the age 60.  The health
care benefits consist of the Road Commission paying the monthly health insurance until
the recipient reaches the age of 65.  The costs of retirees' health care benefits are
recognized as expenditures as claims are paid.   For the twelve months ended September
30, 2005, those costs totaled $79,875.
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CLARE COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2005

NOTE K - FEDERAL FINANCIAL ASSISTANCE

It is required by the Michigan Department of Transportation that Road Commissioners
report total federal financial assistance for Highway Research, Planning and
construction pertaining to their County.  However, only the federal financial
assistance applicable to negotiated account expenditures is required to be audited
for compliance under the Single Audit Act through Road Commission procurement.  The
reason for this requirement is that the Road Commission is required to have accounting
and administrative control over the force account portion while the balance is
administered by the Michigan Department of Transportation.

The federal aid secondary revenue of $626,891 represents the Department of
Transportation Federal Highway grant money expended on public road improvement
projects where work was performed by independent contractors paid for and administered
by the Michigan Department of Transportation.



REQUIRED SUPPLEMENTAL INFORMATION
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CLARE COUNTY ROAD COMMISSION
STATEMENT OF REVENUES AND OTHER FINANCING
SOURCES- BUDGETARY COMPARISON SCHEDULE
TWELVE MONTHS ENDED SEPTEMBER 30, 2005

 Variance
 Original  Amended   Favorable
  Budget       Budget    Actual  (Unfavorable)

Michigan Transportation Funds:
Engineering $   10,000 $   10,000 $   10,000 $     -0- 
Primary road  2,530,000  2,533,000  2,233,250    (299,750)
Local road  1,322,000  1,305,000  1,557,964     252,964 
Snow removal      2,000      2,000      2,500         500
Critical Bridge    300,000    380,000      -0-     (380,000)

Subtotal  4,164,000  4,230,000  3,803,714    (426,286)

Federal Aid:
Federal aid secondary    700,000    744,000    626,891    (117,109)

Subtotal    700,000    744,000    626,891    (117,109)

State Trunkline Maintenance    900,000    880,000    892,865      12,865

State Trunkline Non-Maintenance      -0-      -0-     116,681     116,681 

State Forest Road Funds     70,000     70,000     70,392         392 

County Raised Funds:
Township contributions and
    other contributions  1,100,000  1,080,000  1,474,499     394,499 

Other Revenue:
Interest, Salvage Sales
    and Refunds    300,000    195,000     31,619    (163,381)

   Total Revenue $7,234,000 $7,199,000 $7,016,661 $  (182,339)
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CLARE COUNTY ROAD COMMISSION
STATEMENT OF EXPENDITURES - BUDGETARY COMPARISON SCHEDULE

TWELVE MONTHS ENDED SEPTEMBER 30, 2005

Variance
  Original   Amended    Favorable
   Budget     Budget     Actual   (Unfavorable)

Primary Road: 
Heavy maintenance $ 1,700,000 $ 1,500,000 $ 1,905,181 $ (405,181)
Maintenance     720,000     760,000     706,020     53,980

  
Local Road:

Heavy maintenance   1,400,000   1,400,000   1,369,245     30,755
Maintenance   1,700,000   1,710,000   1,633,530     76,470

   Subtotal   5,520,000   5,370,000   5,613,976   (243,976)

State Trunkline Maintenance     800,000     850,000     885,686    (35,686)

State Trunkline 
Non-Maintenance       -0-        -0-       117,574   (117,574) 

  
Equipment Expense - Net:

Direct     800,000     900,000     838,795     61,205
Indirect     350,000     325,000     475,847   (150,847)
Operating     300,000     300,000     307,546     (7,546)
Less:

Equipment Rental  (1,600,000)  (1,600,000)  (1,683,139)     83,139 

Subtotal    (150,000)     (75,000)     (60,951)    (14,049)

Administrative Expense - Net: 
Administrative expense     355,000     350,000     406,748    (56,748)
Less:

Overhead - State 
 trunkline     (75,000)     (70,000)     (94,870)     24,870 
Purchase discounts and      
 Handling Charges      (6,000)      (6,000)      (3,766)     (2,234)

Subtotal     274,000     274,000     308,112    (34,112)

Capital Outlay - Net:
Capital Outlay     800,000     790,000     488,546    301,454
Less:

Depreciation    (500,000)    (500,000)    (474,397)    (25,603)

Subtotal      300,000     290,000      14,149    275,851 

Long Term Debt Payment     400,000     400,000     402,239     (2,239)

Interest Expense      90,000      90,000      72,211     17,789

Total Expenditures $ 7,234,000 $ 7,199,000 $ 7,352,996 $ (153,996)



SUPPLEMENTAL SCHEDULES
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CLARE COUNTY ROAD COMMISSION
ANALYSIS OF CHANGES OF FUND BALANCES

FOR THE TWELVE MONTHS ENDED SEPTEMBER 30, 2005

  Primary     Local    County
        Road     Road     Road

    Fund       Fund       Fund      Totals  

Total Revenues and other
   Financing Sources $ 3,612,652 $ 2,375,033 $ 1,028,976 $7,016,661

Total Expenditures   3,214,334   3,132,864   1,005,798  7,352,996

Excess of Revenues and Other
Financing Sources Over
 (Under) Expenditures

before Optional
Transfers     398,318    (757,831)      23,178   (336,335)

Optional Transfers    (398,318)     398,318       -0-       -0-  

Excess of Revenues and Other
Financing Sources Over 

(Under) Expenditures       -0-    (359,513)      23,178   (336,335)

Fund Balance-October 1     235,454     898,975     774,434  1,908,863

Fund Balance-September 30 $   235,454 $   539,462 $   797,612 $1,572,528
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CLARE COUNTY ROAD COMMISSION
ANALYSIS OF REVENUES AND OTHER FINANCING SOURCES
FOR THE TWELVE MONTHS ENDED SEPTEMBER 30, 2005

   Primary     Local    County
        Road     Road     Road

    Fund       Fund       Fund      Totals  

Motor Vehicle Highway Funds:
Engineering $     5,000 $     5,000 $     -0- $    10,000
Primary road   2,233,250       -0-       -0-   2,233,250 
Local road        -0-   1,557,964       -0-   1,557,964
Snow removal       2,500       -0-        -0-        2,500

Subtotal   2,240,750   1,562,964       -0-    3,803,714

Federal Aid:
Federal Aid Secondary     626,891       -0-        -0-      626,891

Subtotal     626,891       -0-        -0-      626,891

State Trunkline Maintenance       -0-       -0-     892,865     892,865

State Trunkline Non-Maintenance       -0-       -0-     116,681     116,681

State Forest Road Funds      70,382       -0-       -0-      70,392

County Raised Funds:
Township contributions and

other contributions     674,619     799,880       -0-   1,474,499

Other Revenue:
Interest, Salvage Sales

Refunds       -0-       12,189      19,430      31,619

Total Revenue $ 3,612,652 $ 2,375,033  $ 1,028,976 $ 7,016,661
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CLARE COUNTY ROAD COMMISSION
ANALYSIS OF EXPENDITURES

FOR THE TWELVE MONTHS ENDED SEPTEMBER 30, 2005

  Primary    Local    County
    Road    Road     Road
    Fund       Fund       Fund     Totals  

Primary Road:
Heavy maintenance $ 1,905,181 $     -0-  $     -0- $1,905,181
Maintenance     706,020       -0-       -0-    706,020

Local Road:
Heavy maintenance       -0-   1,369,245       -0-  1,369,245
Maintenance                      -0-    1,633,530       -0-   1,633,530

Subtotal   2,611,201   3,002,775       -0-   5,613,976

State Trunkline Maintenance       -0-        -0-      885,686    885,686

State Trunkline 
Non-Maintenance       -0-        -0-      117,574    117,574

Equipment Expense - Net:
Direct     201,307     477,699     159,789    838,795
Indirect     114,201     270,998      90,648    475,847
Operating      73,810     175,149      58,587    307,546
Less:

Equipment Rental    (403,946)    (958,558)    (320,635) (1,683,139)

Subtotal     (14,628)     (34,712)     (11,611)    (60,951)

Administrative Expense - Net:
Administrative expense     189,189     217,559       -0-    406,748

Less:
Overhead - State trunkline     (44,127)     (50,743)       -0-    (94,870)
Purchase discounts and 

Handling charges      (1,751)      (2,015)       -0-      (3,766)

Subtotal     143,311     164,801       -0-     308,112

Capital Outlay - Net:
Capital Outlay       -0-       -0-     488,546    488,546
Less:

Depreciation       -0-        -0-     (474,397)   (474,397)

Subtotal       -0-        -0-       14,149     14,149

Long Term Debt Payment     402,239       -0-        -0-     402,239

Interest Expense      72,211       -0-        -0-      72,211

Total Expenditures $ 3,214,334 $ 3,132,864 $ 1,005,798 $7,352,996
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

January 20, 2006
                                                            
Board of County Road Commissioners
Clare County Road Commission
Harrison, MI  48625

I have audited the financial statements of the Clare County Road Commission as of and for
the twelve months ended September 30, 2005, and have issued my report thereon dated
January 20, 2006.  I conducted my audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Internal Control over Financial Reporting

In planning and performing my audit, I considered the Clare County Road Commission's
internal control over financial reporting in order to determine my auditing procedures for
the purpose of expressing my opinion on the financial statements and not to provide an
opinion on the internal control over financial reporting.  My consideration of the
internal control over financial reporting would not necessarily disclose all matters in
the internal control over financial reporting that might be material weaknesses.  A
material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation to
the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.  I noted
no matters involving the internal control over financial reporting and its operation that
I consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Clare County Road Commission's
financial statements are free of material misstatement, I performed tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts.  However, providing an opinion on compliance with those
provisions was not an objective of my audit, and accordingly, I do not express such an
opinion.  The results of my tests disclosed no instances of noncompliance that are
required to be reported under Government Auditing Standards.  However, I noted certain
matters that I have reported to the management of Clare County Road Commission in a
separate letter dated January 20, 2006.
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Page 2
Board of County Road Commissioners
January 20, 2006

This report is intended solely for the information and use of the Board of County Road
Commissioners, management, and the Michigan Department of Transportation, and is not
intended to be and should not be used by anyone other than these specified parties.

JAMES M. ANDERSON, P.C.
CERTIFIED PUBLIC ACCOUNTANT



CLARE COUNTY ROAD COMMISSION
REPORT TO MANAGEMENT
SEPTEMBER 30, 2005



January 20, 2006

Board of County Road Commissioners 
Clare County Road Commission
Harrison, MI 48625

In planning and performing my audit of the financial statements of the Clare County Road
Commission as of and for the year ended September 30, 2005, I considered the Road
Commissions accounting, operational, and internal control procedures to determine the
nature and extent of my audit testing for the purpose of expressing an opinion on the
financial statements of the Road Commission and not to provide assurance on the procedures
themselves.

I did however, during the course of my audit, become aware of certain matters that are
opportunities for enhancing those procedures or controls.  The memorandum that accompanies
this letter summarizes my comments and suggestions regarding those matters.  This letter
does not affect my report dated January 20, 2006 on the financial statements of the Clare
County Road Commission.

I have already discussed these comments and suggestions with the Clare County Road
Commission personnel, and I will be pleased to discuss them in further detail at your
convenience, and/or to perform any additional studies of these matters, should you so
desire.

JAMES M. ANDERSON
CERTIFIED PUBLIC ACCOUNTANT 



Accounts Payable

During my testwork, I found several invoices paid after the year end that were for the
prior year and not included in the accounts payable as of September 30, 2005.  I recommend
that a review of the account payables list be performed by the Clerk to ensure all of the
proper invoices are included at year end before closing the books and preparing the Act
51 report. 

Blue Cross Reimbursements

Currently, reimbursements for blue cross are billed on a hand ledger system which is not
reflected on the general ledger until the actual payment is received.  I recommend that
the billing and related accounts receivable be maintained on the computerized accounting
system.  This will allow for an accurate and up to date reporting and create a better
internal control governing the activity.
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